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COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVXCE COMMISSION 

* * * * *  

I n  t h e  M a t t e r  of: 

THE APPLICATION OF SYHSONIA 1 
WATER A N D  SEWER D I S T R I C T S  ) CASE N O .  8 5 7 3  
FOX ADJUSTMENTS OF RATES A N D  1 
CHARGES 1 

O R D E R  

On July 23, 1 9 8 2 ,  Symsonla Water and Sewer D i s t r i c t s  

( " S y m s o n i a  Water" a n d  " S y r n s o n i a  Sewer") f i l e d  a n  a p p l i c a t i o n  

w i t h  t h e  C o m m i s s i o n  t o  i n c r e a s e  t h e i r  r a t e s  p u r s u a n t  t o  807  

K A R  5 : 0 7 6 ,  A l t e r n a t i v e  R e t e  A d j u s t m e n t  P r o c e d u r e  for S m a l l  

U t i l i t i e s  ("ARF"). Symsonia  Water proposed r a t e s  t h a t  w o u l d  

p r o d u c e  a d d i t i o n a l  r e v e n u e  ~f $ 8 , 7 7 6  a n n u a l l y ,  an i n c r e a s e  of 

32 p e r c e n t .  T h e  rates proposed b y  S y m s o n i a  S e w e r  w o u l d  

p r o d u c e  a d d i t i o n a l  r e v e n u e  of $ 8 , 9 2 2  a n n u a l l y ,  an i n c r e a s e  of 

39 p e r c e n t .  B a s e d  o n  t h e  d e t e r m i n a t i o n  herein, the revenues 

of S y m s o n i a  Water and Symsonia S e w e r  w i l l  i n c r e a s e  b y  $ 2 , 5 1 1  

end $ 4 , 0 2 0  a n n u a l l y ,  I n c r e a s e s  of 1 1  a n d  1 7  p e r c e n t ,  

r e s p e c t i v e  1 y . 
A h e a r i n g  w a s  n o t  r e q u e s t e d  i n  t h i s  m a t t e r  e n d  i n  

a c c o r d a n c e  w i t h  the p r o v i s i o n s  o f  t h e  ARF no h e a r i n g  was 

c o n d u c t e d .  T h e r e f o r e ,  t h e  decision of t h e  C o m m i s s i o n  is 

b a s e d  on i n f o r m a t i o n  c o n t a i n e d  i n  t h e  a p p l i c a t i o n ,  w r i t t e n  

s u h n l  s u f c i n n  , nncl t l i v  n n i i u n l  r e p n r t  M nncl o t  h n r  d a c u r n c n t s  011 

file In t h e  Commission's offices. 



COMMENTARY 

Symsonla Water is a nonprofit water distribution 

system organized a n d  e x i s t i n g  under the laws of t h e  

Commonwealth of Kentucky, a n d  s e r v e s  approximately 219 

customers in G r a v e s  County. 

Symsonia Sewer is a sanitation d i s t r i c t  organized and 

existing under KRS Chapter 220, s e r v i n g  approximately 192 

customers in G r a v e s  C o u n t y ,  Kentucky. 

TEST P E R I O D  

T h e  Commission has a d o p t e d  t h e  12-month p e r i o d  ending 

D e c e m b e r  31, 1981, as t h e  test p e r i o d  for determining the 

reseonsblcncss of t h e  propoecd r a t c e .  In utlllzing the 

historical t e s t  p e r i o d ,  the Commission has g i v e n  f u l l  

consideration to known and m e a s u r a b l e  c h a n g e s  found 

r e a s o n a b l e .  

REVENUES A N D  E X P E N S E S  

The  A R F  w a s  established to provide a s i m p l i f i e d  a n d  

lees e x p e n s i v e  method for small u t i l i t ies to a p p l y  for r a t e  

increaecs  w i t h  thc Commission. I n  t h i s  i n s t a n c e ,  because 

Symeonia W a t e r  a n d  Symsonia S e w e r  w e r e  combined utility 

opcrstians, t h e  C o r n m i s s i n n  f o u n d  i t  nccceeary to conduct a 

limited audit of t h e  1981 operations of Symaonfa W a t e r  and 

S e w e r .  A copy of t h e  staff audit report h a s  been included in 

the record in t h i s  c a s e  a n d  is the b a s i s  f o r  determining t h e  

revenue requirements h e r e i n .  Symsonia Water a n d  Symsonia 

Sewer proposed several adjustments to revenues and expensea 

A R  rcflectrsd nn pfir!r'Ir 5 a n d  6 nf thc:  applicatlon. T h e  
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Commlsaion i s  of  t h c  o p i n i o n  t h a t  t l ie p r o p o s c d  adjustments 

a r e  g e n e r a l l y  y r o p c r  a n d  a c c c p t n b l c  f o r  r a t c , - m a k i n g  p u r p o s e s  

wi t h  the f o l  l o w i n g  niodi  f i C H  t i o n s  : 

Symsonla W a t e r  

Purchased P o w e r  C o s t  

T h e  operating s t a t e m e n t  c o m p l l e d  durjng t h e  l l m l t e d  

a u d i t  i n d i c a t e d  t h a t  t h c  p u r c h a s c d  powcr  c o s t  t o  bc c h a r g e d  

to Fuel or P o w e r  Purchased f o r  P u m p i n g ,  A c c o u n t  6 2 2 ,  f o r  1 9 8 1  

w a s  $ 1 , 4 9 1 .  T h c  Commjssion h a s  i n c r e a s e d  t h i s  expense by $ 4 8 1  

t o  r e f l e c t  t h e  a n n u a l  c o s t  cf e l e c t r i c l t y  b a s e d  on  t h e  

current rates of J a c k s o n  P u r c l i a s c  KECC. I n  d e t e r m i n i n g  t h i s  

adjustment, t h c  C o m m t s s l o n  u s e d  t h e  a c t u n J  v o l u m e  of 

electricity p u r c h a s e d  d u r i n g  thc t e s t  y e a r  a n d  a p p l i e d  t h e  

rates o f  Jackson P u r c h a s e  K L C C  in e f f c c t  I n  J a n u a r y  1983. 

Lnsurancc E x p e n s e  

T h e  operating s t a t e m e n t  c o m p i l e d  d u r i n g  t h e  l i m i t e d  

a u d i t  r e f l c c t e d  a n  i n s u r a n c c  c x p c n s e  o f  S 5 9 8  for t h e  t e s t  

year. T h e  Commission h a s  r e d u c e d  t h i s  a m o u n t  b y  $ 2 2 3  to 

r e f l e c t  the current r a t e s  charged t o  thc  u t j l i t y  f o r  p r o p e r t y  

insurance  c o v e r a g e .  In determining t h i s  a d j u s t m e n t ,  t h e  

C o m m l e s j o n  h n e  uscd t h e  a c t u a l  a m o u n t  h i l l e d  by the insurance  

c o m p a n y  f n l O H l  1 o r  I 2  n i o r i t l ~ n  o f  c * o v ( - r ~ \ i ! ~ .  

U e p r e c i a t j o n  E x p c n s c  

S y r n a o n l a  W u t c r  u c c r i ~ t * d  d r p r c c i e t f o n  e x p e n s e  for t h e  

t e s t  y e a r  of  $ 3 , 8 1 6 .  T h e  C o m m f s s i o n  finds t h a t  d c p r e c i a t l o n  
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cxpcnsc should he c o m p u t e d  for r a t e - m a k i n g  p r i r p o s c r r  o n  t h c  

b a s i s  o f  t h e  o r i g i n a l  cost of the  p l a n t  i n  s c r v l c e  1tzss 

c o n t r i b u t i o n s  in a i d  o f  c o n s t r u c t i o n .  T h e  r e c o r d  h e r e i n  

r e f l e c t s  t h a t  t h e  l e v e l  o f  c o n t r i b u t i o n s  i n  a i d  of  

c o n s t r u c t i o n  a t  t h e  e n d  of t h e  t e s t  p e r i o d  w a s  $ 8 6 , 9 7 3 ,  w h i c h  

i s  a p p r o x i m a t e l y  4 6  p e r c e n t  o f  t h e  t o t a l  c o s t  o f  u t i l i t y  

p l a n t  i n  s e r v i c e .  T h c r c f o r e ,  t h e  Commission h a s  rcduccd 

p l a n t  p a i d  f o r  w i t h  contributions i n  a i d  o f  construction. 

I n t e r e s t  Expcnsc 

I n t e r e s t  e x p e n s e  110s b e e n  r e d u c e d  b y  $ 1 5 8  t o  r e f l e c t  

t h e  a n n u a l  i n t e r e s t  u x p c n s e  o n  l o n g - t e r m  debt:  o u t s t a n d i n g  a t  

t h e  end o f  the t c s t  p e r i o d .  

A f t c r  c o n s l d a r e t l a n  o f  t h c  n f o r c m c n t i n n c d  a d j u e t m c n t s  

t h c  C o m r n l s a i o n  f i r i d s  t h a t  S y m s o n l n  U n t c . r ' s  t c o t  p e r i o d  

operations are a s  follows: 

Pro Forme Ad j U B  t ed 
T ~ s t  P e r i o d  A d j u s t m c n t s  T ~ s t  Y e a r  

1 
A c t  u a  1 

Operating R e v e n u c  $ 2 2 , 4 8 3  $ 0  $ 2 2 , 4 8 3  
O p e r a t i n g  E x p e n s e s  1 7 , 7 5 1  
Operating I n c o m e  $ 4 , 7 3 2  

(1,555) 
$ 1 , 5 5 5  

1 6 , 1 9 6  
$ 6,287 

Other  Income 2 2 4  0 2 2 4  
O t h c r  D c d u c t l o n s  4 ,007 ( 1 5 8 )  3 , 8 4 9  
?Jet Incomc $ 9 4 9  $ 1 , 7 1 3  $ 2,662 

R e p o r t  o n  L i m f t c d  A ~ d i t  o f  S y m n o n i a  W a t e r  n n d  S c w c r  
D i s t r l c t n  V l l c d  A y r l l  1 5 ,  1 3 8 3 .  
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Symsonie S c w c r  

Operating R e v e n u e  

T h e  C o m m i s s i o n  has i n c r e a s e d  t c s t  ycar r e v e n u e  by $460 

t o  r e f l e c t  t h e  a m o u n t  of r e v e n u e  p r o d u c e d  h y  t h e  c u r r e n t  r a t e  

b a s e d  on t h e  number o f  c u s t o m e r s  at the cnd of  the  t c s t  

p e r i o d .  

Power Purchased C n s t  

T h e  o p e r a t i n g  s t a t r m c ~ n t  c o m p l l e d  d u r i n c  t h e  l i m i t e d  

a u d i t  i n d i c a t e d  t h a t  t h e  p u r c h a s e d  p o w e r  c o s t  t o  bc charged 

t o  F u e l  or I’uwer P u r c h a s e d  f o r  P u m p i n g  or T r c n t m c n t ,  A c c o u n t  

7 0 3 ,  f o r  1381 w a s  $5,673. T h e  C o m m i s s i o n  h a s  i n c r e a s e d  t h i s  

a d j u s t m e n t  b y  $ 1 , 7 5 2  t o  reflect t h e  a n n u a l  cost of  

e l e c t r i c i t y  b a s e d  on t h e  c u r r e n t  r a t c s  o f  Jackson P u r c h a s e  

KECC. I n  d c t v r l r i i n i n ~  t h i s  a r 1 j u o t n i t ? n t ,  t h c  C o r n m l s s f o n  u R c d  

t h e  a c t u a l  volume of e l e c t r l c i  t y  p u r c h a s e d  d u r i n g  the t e s t  

ycar a n d  a p p l i e d  t h c  r a t e s  of J a c k s o n  P u r c l i a s e  R E C C  i n  effect 

i n  J a n u a r y  1 9 8 3 .  

I n s u r a n c e  Expense 

T h e  o p e r a t i n g  s t a t c m c n t  c o m p i l c d  d u r i n g  t l r c  l i m i t e d  

audit rcfelcted an insurance e x p e n s e  o f  $ 1 , 1 0 0 .  T lie 

C o m m f  s s t o n  1 1 8 s  r t - r l r i c v d  t l l l  R nmntint t iy  $ 2 2 7  r o r c * f  l c c t  t l i v  

c u r t c n t  t n t c r :  clitir&;c9d L O  L I I C .  u t f  1 1  t y  f n t  p r o p t ~ r t y  l i i s u r a n c c  

c o v e r a g e .  I n  d c t e r m f n l n ~  t l i f ~  a d j i i s t m o n t ,  t h c ,  C o m m i ~ n i o n  11il.s 

used t h e  a c t u a l  a m o u n t  h l l l c d  b y  t h e  5 n s u r n n c c  c o m p n n y  i n  

1 3 8 1  for 1 2  m o n t t l t i  of c o v c r a g c .  
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Depreciation E x p e n s e  

S y m s o n i a  Sewer a c c r u e d  d e p r e c i a t i o n  expense f o r  t h e  

t c 6 t  year of  $20,186. A s  s t a t e d  p r e v i o u s l y  in t h i s  O r d e r ,  

t h e  Commission f f n d s  t h a t  d c p r e c i a t l o n  e x p e n s e  s h o u l d  brb 

c o m p u t e d  for r a t e - m n k j n g  p u r p o s e s  o n  t h c  b a R f s  o f  t h e  

o r i g i n a l  cost of the  p l a n t  i n  s c r v i c c  less c o n t r i b u t f o n s  i n  

a i d  o f  c o n s t r u c t l o n .  T h e  record h e r c l n  r e f l e c t s  t h a t  t h e  

l e v e l  o f  c o n t r i b u t i o n s  i n  a i d  o f  c o n s t r u c t i o n  a t  t h e  e n d  o f  

the t e s t  period was $ 1 , 0 5 4 , 9 3 5 ,  w h i c h  is i n  cxccss of 100 

p e r c e n t  of t h e  total c o s t  of u t i l i t y  p l a n t  i n  s c r v i c c .  

Because  thc  u t i l i t y  p l a n t  i n  s e r v i c e  j s  t o t a l l y  c o n t r i b u t e d .  

t h e  C o m m i s s i o n  has c x c l u d c d  t h e  d c p r c b c i a t i o n  c x p c n s c  f a r  

rate-making p u r p o s e s .  

T h e  cffcct of t h c  allowed a d j u s t m c n t s  o n  t h c  

o p e r a t i o n s  of S y m s o n l a  S e w e r  i s  a s  f o l l o w s :  

Actual P K O  Forma A d j u s t e d  
T e s t  Y e a r  A d j u s t ments T e s t  Year 

Overatinn R e v e n u e s  $ 23.589 .$ 695 $24.284 _. 
O p e r a t i  r.g Expenses 4 4 , 4 9 6  ( 1  5,073) 2 9  ; 4 2 3  
O p e r a t i n g  Income $(20,907) $ 1 5 , 7 6 8  $ ( 5  , I  3 9 )  
O t h e r  Income 5 , 1 3 1  0 5 , 1 3 1  
Net Incomc $ ( 1 5 , 7 7 6 ;  $ 1 5 , 7 6 8  $ (  8 )  

K E V E N U E  R E Q U I R E M E t X S  - S Y M S O P J I A  W A T E H  

S y m e o n i a  W e t e r ' ~  n n n i i a l  d e h L  s c r v i c c  r e q u l r c m c n t  1 8  

B t a t c me n t $ 7 , 5 1 8 .  1' \ I C  a d  J II s L c d  t (1 R t p v  r 1 od 0 pc* r R t 1 II I: 

r c f l c c t s  n e t  Incornc o f  $2 ,6632 w l i i c l i  p r o v l d c e  i n a d c q u n t e  
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c o v e r a g e  on S y m s o n i n  W o ~ c r ' s  d c h t  s c r v i c ~ ' .  1'11~ C o m m i s s i o n i s  

of t h e  o p i n i o n  t h a t  t h e  a d j u s t e d  o p e r a t i n g  i n c o m e  i s  

i n a d e q u a t c  a n d  will a d v v r s c - l y  a f f e c t  t l i c .  f i n n n c l a l  c o n d i t i o n  

of  S y m s o n i a  Water.  T o  i m p r o v c  S y m s o n l a  Wate r ' s  d c b t  s e r v i c e  

c o v e r a g e  t o  a r e a s o n a b l e  l e v e l  of 1 . 2 ,  a d d i t i o n a l  r e v e n u e s  o f  

$ 2 , 5 1 1  a r e  r e q u i r e d .  Based o n  a d j u s t e d  t e s t  p e r i o d  r e s u l t s ,  

total o p e r a t i n g  r e v e n u c s  o f  $ 2 4 , 9 9 4  will p r o d u c e  n e t  

o p e r a t i n g  i n c o m e  o f  $ 8 , 7 3 7  w h i c h  a f t e r  c o n s i d e r i n g  o t h e r  

i n c o m e  of $224 w i l l  bc s u f f l c f r n t  t o  i l l l o w  S y m s o n l n  Water t o  

p a y  i t s  o p e r a t i n g  c x p e n s c s  nnc!  meet i t s  d c b t  s e r v i c e  

requirements. 

REVEFiUE R E Q U I R E M E N T S  - S Y ? I S O N I A  SI:IJER 

T h e  Commission is o f  t h e  o p i n i o n  t h a t  t h e  o p e r a t i n g  

r a t i o 2  of 89, p e r c e n t  is f a i r ,  just a n d  r i * a s o n h l e  and s h o u l d  

b c  u s e d  t o  d e t e r m i n c  tl:e r c v e n i ~ c  r e q u i r c ' m c n t s  of  S y m s o n i a  

S c w c r .  This n i c . t I i o d o l o ~ y  w i l l  p r o v j d v  s u f f i c J c i i t  r r v e n r i r ~  t o  

p e r m i t  S y n i s o n i n  S e w e r  t o  p a y  i t s  o p c r n t i n ~  c x p e n s c s  a n d  

p r o v i d e  a r e a s o n a b l e  surplus. T h c r c f o r c ,  t l ie  C o m m l s s i o n  

finds t h a t  S y m s o n i a  S e w e r  i s  e n t i t l e d  t o  i n c r e a s c  i t s  r a t e s  

t o  p r o d u c e  t o t a l  r e v e n u e s  o f  $ 3 3 , 4 3 5 ,  i n c l u d i n g  o t h e r  i n c o m e  

of $ 5 , 1 3 1  w h i c h  will r c q u l r e  a n  i n c r e a s e  i n  r e v e n u e s  of 

$4,020 annually. 

T h c  C o m m i s s i o n ,  a f t e r  c o n s i d e r a t i o n  o f  t h c  c v i d e n c c  of 

r e c o r d  n n d  b c i n y .  n d v t o c c l ,  is o f  t h c  n p l n l o n  nntl  f i n d s  that: 



1 .  T h c  r a t c s  I n  A p p c n d i x  A R T C  F a j r ,  j u s t  a n d  

r c a s o n e b l c  r n t c s  f o r  S y m s o n i a  W H L L ' ~  a n d  S y m s o n i a  S e w e r  i n  

t h ~ t  t h c y  w i l l  produce a n n u a l  o p c r n t f n j :  r C v ( ~ n t i c ~ e  o f  

a p p r o x i m a t e l y  $24,594 f o r  S y m s o n l a  \da:cr a n d  $28,304 €or 

Symsonia S e w e r  a n d  s h o u l c !  be a p p r o v e d .  T h e s e  r e v c n r i c s  w i l l  

b e  s u f f i c i c n t  t o  ncct Symsonia L!ater's a n d  S y r n s n n i a  Sewer's 

operating e x p e n s e s  f o u n d  r c a s o n a h l e  for r a t e - m a k i n g  purposes, 

s e r v i c e  t h e i r  d c b t ,  a n d  p r o v i d e  a r e a s o n a b l e  s u r p l u s .  

2 .  T h e  rates p r o p o s e d  b y  S y m s o n i a  W a t e r  a n d  S y m s o n f a  

S e w e r  would produce r c v c n u e  i n  c x c c s s  o f  t h a t  f o u n d  

r e a s o n a b l e  h c r c i n  a n d  should b c  d e n i e d .  

IT I S  T H E K E F O R E  ORDERED t h a t  t h c  r a t e s  i n  A p p e n d i x  A 

b e  and t h e y  h e r e b y  a r e  a p p r o v e d  f o r  s e r v i c c  r e n d e r e d  h y  

Symsonia Water and Symsonlo Scwcr o n  and a f t c r  thc d a t e  of 

t h l s  O r d e r .  

I T  I S  F U R l N E I <  O K I I E R E I )  t h a t  t h c  r i l t c s  p r o p o s e d  b y  

Syosonia Water and Symsonia Sewer b e  and t l r c y  h e r e b y  a r e  

denied. 

IT I S  F U R T H E R  O R C E R E D  t h a t  w i t h i n  3 0  d a y s  f r o m  t h e  

d a t e  of th i s  O r d e r  Symsor i ia  W a t e r  a n d  S y m s o n i n  S c w c r  s h a l l  

f i l e .  w i t h  t h j e  Commiesion i t s  r v v i s c d  t a r i f f  a h ~ c t a  s e t t i n g  

out the r a t e s  a p p r o v e d  h e r e i n .  

- 8 -  
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Done at Frankfort, Kentucky, this 6th day of Kay, 1983. 

PUBLIC SERVICE COMMISSION 
n 

Commfssioner 

ATTEST : 

Qecretary 



A P P E N D I X  A 

A P P E K D I X  TO A N  ORDEK OF T l l E  P U R I . I C  S E R V I C E  
C O H M I S S I O G  If;  C A S E  NO. 8 5 7 3  D A T E D  MAY 6 ,  1983 

T h e  f o l l o w i n g  r a t e s  a r c  p r c s c r i h c d  for t h e  c u s t o r n c r s  

in t h c  arca s e r v e d  b y  Symsonin Watcr a n d  S e w e r  D i s t r i c t .  A l l  

o t h e r  r a t e s  a n d  c h a r g e s  n o t  s p e c i f i c a l l y  m e n t i o n e d  herein 

s h a l l  r e m a i n  the samc a s  t h o s e  i n  c f f c c t  u n d c r  authority of  

t h e  C o m m i s s i o n  p r i o r  t o  t h c  d a t e  o f  th is  Order. 

WATER RATES: M o n t h l y  

5 / 8 "  X 3 / 4 "  Meter  

First 2 , 0 0 0  g a l l o n s  
Next 3 , 0 0 0  gallons 
Next 5 , 0 0 0  gallons 
O v e r  10 ,000  g a l l o n s  

3 / 4 "  Meter 

F i r s t  5 , 0 0 0  g a l l o n s  
Next 5 , 0 0 0  gallons 
Over 10 ,000  gallons 

1 "  Meter 

F i r s t  10.000 g a l l o n s  
Over  1 0 , 0 0 0  g a l l o n s  

2 "  Meter 

F i r e t  20,000 zallons 
Over 20,00(J R o l l o n t i  

$ 5 . 7 0  Min imum R i l l  
1 . 3 0  p e r  1 , 0 0 0  gallons 
1.20 p c r  1,000 gallons 
1 . 1 0  p e r  1 , 0 0 0  gallons 

$ 9 . 6 0  Min imum R i l l  
1 . 2 0  per 1 , 0 0 0  gnllons 
1 . 1 0  p e r  1,000 g a l l o n s  

$ 1 5 . 6 0  M i n i m u m  B i l l  
1.10 p e r  1,000 gallons 

$ 2 6 . 6 0  14lnlmum H i l l  
1 . 1 0  pr'r 1 , 0 0 0  g a l l o n s  

SEWER RATES: M o n t h l y  

S i n g l e  F a m i l y  R e s i d e n t i a l  $ 1 1 . 5 0  

A l l  O t h e r  ( p e r  R . E . ) *  $ 1 1 . 5 0  

* T h e  nirmbcr trI  r o R l c ! t * n t l t a l  c ! q r i i v n l c - n t s  nnc l /or  Cractlonal 
p a r t s  t h e r e o f  s h a l l  h c  d c t c r m l n e d  b y  d j v i d i n g  t h c  customer's 
m o n t h l y  w a t e r  c o n s u m p t i o n  i n  c a l l o n s  b y  1 2 , 0 0 0  g a l l o n s .  T h c  
minlnum b 1 1 1  f o r  t h l s  t y p c  c c r v j c c  a l i n l l  hrb $ 1 1 . 5 0 .  


